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Lear Applicant:

We hsve considered your application for rscognition of exemption from
Federal income tax under section 301(c)(3) of the laternal Revenus Code.

The information you submitted discloses that you ware incorporated on
B, urder the I Non-Profit Corporation Act. Your purpose
is to he organiszed oxclusively for charitadle, educational, and scientific
purposes. Also for the coantridution of money to the maintensnce of
educational counseling, reference snd study facilities to de used bdy
nenbers of
B, 20d to provide scholerships for deserving members and pledges of
I -

Your aetivitics are to contribute to the maintenance of the study
facilicies of NN BN
and to provide scholarshipe to the memders of [INENENEEEEEEEEE. Yoo
indicete that your organiszation will have no memberships. TYour finanical
support will be from contributions of the alumni and friends of N
. These funds will theo be used for the scholarships and
the asintenance of the Fraternity house. You indicate the awarde
(echolarships) will he given by the Board of Directors dassd om (1)
recounendationa from Ml chapter, (2) persona]l interviews, (3) review of
transcripes, (A) and financial dats. You isdicate that no restrictions
will be imposed based upon race or relationship with a doard membdor. You
further indicate that it would be poesidle that & Board wamders' soam ceuld
receive an award and you aleo indicete that you will not require follow=up
proceduras on the achola.ships. You slso indicate that the eryenisatios
will contribute fuuds te the HHl chapteor for anintensunce of the Chapter
House in the following categories: remt, utilities, supplics, telephome,
pest control, repairs, maintenance and other misccllaneocus items. The
foundaiton intends to pay [IX of the mmeunts etated adove for the wse of
tie educational tacilities on the Chapter Heuvse. You fndicete X use of
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the reference room for edueatiossl u:}
house aembers and out=of=-house meadets: X ,
indicate HMEEZ use of the confaremce’ ucm , Jog- vooud "oy
sctivity. This area een b4 used Dy grodfd f’] § pachli viather they
sre ammbers of the fraternity of of the vempug. iy &' Indication was
sade of R use fof clmuml‘nnvﬂu Noftle % -
sssembdly room. This avea 1s opetl dotk'te: and
uenbers of any other sampus community orgs - T ¢ use
of individual, 1ive=in study roms ss boing veed .£ These

areas are also areas whers memders of the fratefnity. 1ive vhile ia the
house:. You indicate that your organisatiof {s a:private foundation end
you have included all of the Section 508(e) w.ml nquud of a
private foundation.
\“P
Section 501(c) of the Code descrides muuig“‘nmum u-n from
Federal income tex under section 3501(s) and in pert, as follows:
“(3) Corporstions, #** fund, or uummp. organised and
opersted exclusively for roligicus, abasitable, scientific,
4% ligerary, or educational purposes, 6r to foster national
or international smateur sports campatitism (Put only 1f ro
part of its activities iunvolved the provision of athletic
facilities or equipaent), or for tba prevention of ervelty to
children or animals, no port of the hes. ¢araings wvhieh inures
to the benefit of any private chateholdar cr individuel, no
substantial part of the uuvtu;o os hich is hrrzx‘:s on
propaganda, or othervise attempting,te; Ini slation
(cxcept as otherwise provided in's lbﬁ“ﬁl"!g)“:ﬂ ‘which
doee not participate {m, or interveme ia (iteludiig the
publishing or distriduting of statemeata), any mau«x
campaign on behalf of say candidate’ ht' nmc nl&lu.

Section 1.501(e)(3)=1 of the regulatiins séovides. 1n pariy a0 follewe:
“(2)(1) In order to bde axempt as an etgimisation rived in
section 301(c)(3), an orgemization swat de dolh ou"stnd and
operated exclusively for one or more of the
specified 1o such sectisn. 1f en ovgemisagion tﬂ. to weet
~{ther the orgnaiuttml test of the onnuoul ‘tent, it 1

ant exempt.
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“(1)(1)(1) An organisstion u organised oulmznly for one or
mOTe exempt. purposes only if its mmu of orgsnisation
(referred to in this ssction as its .zuzqu.') a0 dc!!aad in
subparagraph (2) of this pavagzaphs ' .

(e) Limit the purposes of steh onututton to one or
more exempt purposes; amd

(b) Do not expressly empower the orgnluucn to engage,
othervise than as an insudstantial part of its
activities, im activities which in themselves are not
in furtherance of one or more u-ﬁ putposes.”

®(e)(1l) Primaxy activities. An ot;ntutm will de rqad«l as
“operated exclusively” for ome Or mOore exéapt purposes only if

it engages primarily in activities which accomplish one or sore
of such exempt purposes specified in section 501(ec)(3). Aam
organization will not be so regarded if more than insubstantial
part of its activities 19 not in !mbumt of sn exempt purpose.”

Revenue Ruling 64-118, 1964~} (rltt 1), c.l. 162, holds that an
organisation does not qunluy for ezemption undex Section 301(e)(3) as an
educational orgsmisation where ite primary activity {a to furnish, on a
tental basis, & chapter house to a frateynity. -

Ravenue Ruling 69-573, 1969-2, é.l. 125, Ictdr!boc K1 or.ania.tion thnt '
built a chapter houas with procoo“ from ¢ontridutions from studeats and
alwmpi. The house serves as a ¢¢éial ceater for members and has living
quarters, study roass, and a 1idrary. This organigation was held not to
be exampt under IRC 301(1:)(3) of the Code.

Section 4945(d)(3) of the Code provides that grants made to individuals
for travel, study, or similiar purposes will comstitute a taxable
expenditure unless the requirements of Sesction 4%43(3) of the Onde are
satiefied.

Section 4945(g)(1) of the Code provides that a scholarship or nne-m;
grant to he used for study at an educatiomsl imstitution descrided in
Section 1/ (b)(1)C(A)(11) of the¢ Code will mot constitute s tazable
expenditure (f {t is avarded on en objective and nondiscriminatory basien
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Section 33.4945-4(b)(4) of the Income Tax Regulations stetes that the
person or group of persons wvho seslect recipients of grante should not be
in a position to derive a private benefit, directly or indirectly, 1if
certain potential grantees are selected over others.

Section 53.4945-4(¢)(11) of the Income Tax Regulations ctates that the
foundation should obtain reports to determine vhether the grantees have
performed the activities that the grants are intended tuv finance.

Your organizing activities and purposes are to provide money for the
meintenance of an area, of the Chapter fraternity houwsa, for the members
of I Although this housa will be used for some
educational activities of the meabers of the fraternity indications are
that most all of the area csn be used by people from the Cmapus
community. And with your breakdowns, that you provided, thr. fact that
only a mmall percentage of the total area of each 'ndividual room is used
for educatiocnal activities indicates that the whole area is ot used
exclusively for educatioral purposes. The other organizing activit
purpose ia the granting of Scholarships to mambers of
B /ccording to the Internal Revenue Code of 1954, these
Scholarships have to ba made on a nondiscriminatory basis. The fact that
you indicate that a Board members’ son could receive a scholarriip
ind{cates the possibility of irurement to a “oard member, as well as »
scholarship vhich is not beiag granted on a nondiscriminatory basis.
Aleo, you indicate that you will not impose any of the follow-up
procedures that are required by the Income Tax Regulationms.

and

Therefore, we conclude that your organication is not organized, or
operated as an organization described in Section 501(c)(3) of tha Code.

it follows, therefore, that contributions to you are not deductidle by
donors under Section 170 of the Code.

If you agree with these conclusions or do not wish to file a written
protest, please sign and return Form 6018 in the «nciosed self-addressed
envelope as soon as possibdle.

if you do not azvee with these conclugions, you mey, witi!n 30 days from
*he date of this letter, file ia duplicate a drief of the facts, law, and
sreument thoat clearly sets foith your position. If you desire an oral
discugsion ot tne issue, please indicate this in yrur protest. Ti :
crclones Publication 892 gives instructions for filing a protest.




1f you do not file a prutest with ibio office within 30 days of the date
of this report or letter, this proposed determinacion vill become final.

if you do not protaest this proposed determination ir a timely msaner, it
will be considered by the Internal Revenue Service as a failure to
exhaust available 1dmicistrative remedies. 8ection 7428(b)(2) of the
Internal Revenue Code yrovides in part that, “A declaratory judgment or
decree under this section shall not be issued in any proceeding unleas the
Tax Court, the Court of Claims, or the district court of the United States
for the Listrict of Columbia determines that the orgsnizatior involved has
exhausted administrative remedies available to it within the Internal
Revenue Service.”

If t*1s determination letter becomes a final datermination, wz will notify
the appropriate State Officials, ss required by section 6105(c) of the
Code, that bused on the information we have, we are unable to recognize
you as an organization of the type described in Code saction 501(¢c)(3).

If you have any further questions, please contact the person whose neme
and telephone numbher are shown at the begionirg of this letter.

Sincerely yours,

Dfetriet Dircctorxr
Fnclosures
Publfcacion 892
Torm 601%
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